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METHODS ANI3 STANDARDS OF SETTING PAYMENT RATES FOR 

INPATIENT SERVICES PROVIDED BY HOSPITALs 


OPERATED ay THE NEW YORK STATE OFFICE OF MENTAL HEALTH 


In accordance with the Mental Hygiene Law the Office of Mental 
Health (OW) establishes Medicaid inpatient rates of REIMBURSEMENT 
subject to the  approval of the Director of the State  Division of the 
Budget, fo r  the psychiatric HOSPITALS it operates. 
I. GENERAL 

A separate rate ie ESTABLISH for each of the following 
classifications of facilities: 

(1) 	 PSYCHIATRIC CENTERS 

THISRATECATEGORYINCLUDESALLINPATIENT 
0
0 


the excention of Forensic PSYCHIARTRIC Centers for which a 


SEPARATE .rate CATEGORY i s  ESTABLISHED 

( 2 )  Children's Psychiatric CENTERS 

This rate category applies to'thoseseparate and distinct 
Children'S Psychiatric Centers (”CPCS”) operated by the OMH. 

The CPC's provide psychiatric care and treatment exclusively to 
children and adolescents. 
i S 

This rate cateGORY applies to thoee SEPARATE and distinct 
inpatient facilities that PROVIDE a HIGHLY secure treaEment 
ENVIRONMENT �-o-rPATIENTS who are too DANGEROUS to be treated in 
REGULAR State PYCHIATRIC centers. 

Medicaid inpatient rates for each rate category are 
established PROSPECTIVELY on a statewide basis by averaging 
together each of the per diem rate components outlined below 
for a l l  Medicaid certified facilities. 

TI. BASE! YEAR 0- PER DIEM 
The operating per diem of the inpatient Medicaid rates is 

developed by averaging together the  following: 
A .  Far Medicare Certified Psychiatric Centers (includinG 

Forensic PSYCHIATRIC Centers) 

The Medicare TITLE XVIII) per diem payment rates 
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resulting from the final settlement
of OMH's Medicare cost 


reports covering fiscal year endedMarch 31, 1991. 


Medicare final settlements are issued by OMH's Medicare 


Fiscal Intermediary following their review and audit of 


by
the Medicare cost reports submittedOMH for each of the 


participating
Medicare providers it operates. For 


purposesMedicare
of reimbursement OMH Psychiatric 


Hospitals are treated as PPS exempt providers
with payment 


rates developed in accordance with
42 CFR section 413.40. 


B. For Chlldrens PSYCHIATRIC Centers 


Since theChildrensPsychiatric Centers arenot 

Medicare participating providers, the base inpatient per 

diem for these facilities shall be determined based on 


their average inpatient cost per day for the base year. 


The baseyear to be utilized shall be the same fiscal
year 


as that used for the Medicare participating psychiatric 

centers as outlined under paragraph 1I.A. above. 


The inpatientcost per day for the Childrens 


Psychiatric Centers shall be determined
in accordance with 


the cost reporting and costfindingmethods developed by 


the Hospital industry as adopted by the Medicare (Title 


XVIII) and Medicaid (Title XIX) Programs. In determining 

those 	items of costthatshallbe determined to be 


(Title and
allowable, Medicaid XIX) laws, rules 


regulations shallbe applied in accordance with paragraph 


1II.A. below. 


C. Cost ltal 


In developingthestatewide average base year 


operating per diem for each rate category, capital costs 


shall be eliminated from the
amounts included in the per 


diems described above under paragraphs 1I.A. and 1I.B. 


For purposes of this section capital costs shall be 


determined in accordance with the Medicare (Title XVIII) 


principles of reimbursement and accordingly will include 

depreciation on 




for 

that 
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IX. DISPROPORTIONATE SHARE ADJUSTMENT 
The Medicaid payment rates OMH facilities willbe adjusted 

in accordance with Sections1902 (a)(13)(A) and 1923 of the Social 
Security Act to account for the situation of OMH facilities which 
serve a disproportionate number of low income patientswith special 
needs. The adjustment willbe made if either the Medicaid inpatient 
utilization rate for OMHhospitalsisatleast one standard 
deviation above the mean Medicaid inpatient utilization rate for 
hospitals receiving Medicaid payments in the State or if the low 
income utilizationrate for OMH hospitals exceeds 25 percent. 

The Medicaid inpatient utilization rate is defined
as the total 


in
number of Medicaid inpatient days a cost reporting period divided 


by the total number of the hospitals inpatient days in that same 

period. 


Thelow incomeutilizationrate is defined as thesum 

(expressed as a percentage)of the fraction calculated as follows: 


o 	 Total Medicaid patient revenues paidto the hospital, plus 

the amount of the cash subsidies received directly from 

State and local governments for the latest available cost 


reporting period, dividedby the total amount of
revenues 
of the hospital for patient services (including the amount 
of such cash subsidies) in the same cost reporting period; 
and , 

0 	 The total amount of the hospital’s charges for inpatient 

hospitalservicesattributabletocharitycare (care 


provided to individuals who have no source of payment, 


third-party or personal resources) in a cost reporting 

period less the portion of cash subsidies reasonably 

attributable to inpatient hospital services, divided by 


the total amount of thehospital’s charges for inpatient 

service in the hospital in the same period. The total 

inpatient charges attributed to charity care shall not 


include contractual allowances and discounts
(other than 


for indigent patients not eligible
for Medical assistance 

under an approved Medicaid State plan) is, reductions 


in charges given to other third-party PAYERS such as 
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Those OMH hospitals that aualifv as a disproPortionate share 


hospital will receive a PAYMENT ADJUSTMENTto FULLY reimburse the 


hospital for the unreimbursed
costs incurred in providinGservices 


to individuals who are either eliqible
for medical assistanceor who 


have no health insurance or other source
of third PARTY coveraGE for 


the services provided. 


x.
- DISPROPORTIONATE SHARE LIMITATIONS 

Effective April 1, 1994, and thereafter, for OMH facilities. 


disproportionate share PAYMENT distributions madeDursuant to this 


Part of this Attachment shall be limited in accordance with the 


provisions of this section. 


EffectiveAPRIL 1, 1994, OMH facilities whoseinpatient 


Medicaid eliqible patient days are lessthan one percent of total 


inpatient days shall not be eliqible to receive disproportionate 


share distributions. 


Effective for the state fiscal year BEGINNING April 1, 1994, 


disProportionate share PAYMENTS to OMH facilities with inpatient 


Medicaid eliqible patientdays, as a percentaGE of total inpatient 


days, of at least one standard deviation above the statewide mean 


Medicaid patientDAY percentaGE shall be increased
to 200 percent of 


the disproportionate share limit determined in accordance
with this 


section. This increase shall be CONTINGENTUDOI; acceptance by the 


SecretarY of thefederal Department of Health and Human Services of 


-the Governor’s certification that thehospital’s applicable minimum 


amount is used for health services durinG the year. Federal funds 


associated with PAYMENTS to OMH facilities in excess of 100 percent 


of unreimbursed costs shall not be distributed
unless OMH submits to 


the a all
Commissioner
written certification statinG that 


distributions in excess of the 100 PERCENT limit will be used for 


health services. 
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PAYMENT. 
For purposes of CALCULATING - disproportionate share (DSH) 

distributions pursuant to this section, if the hospital receiving 


the distribution is a public hospital (operated by the State, a 


,-ity county or other municipal subdivision), then the payments 


determined hereunderarefurtherlimited. Unless thehospital 


QUALIFIES as a "hish DSH" facility
(as defined below), payments made 


durinq a distribution period shall not exceed the cost incurred by 


the hospital for FURNISHING hospital services to Medicaid recipients 


less non-DSH reimbursement and to uninsured PATIENTS less patient 


payments. In thecase of a hospital defined as "hiqh DSH", payments 


- ­made durinq a distribution period shall equal 200 percent of the 


amount described in the previous sentence. To be considered a "hiqh 


DSH" facility, a hospital must have
a Medicaid inpatient utilization 


rate of at least one standard deviation above the mean Medicaid 


inpatient utilization rate for hospital receivinG Medicaid payments 


in theState, orhave the LARGEST number
of Medicaid inpatientDAYS 


of any hospital in the Statein the previous distribution period. 




and 
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Previous years' data for both uninsured and Medicaid cost and 


payments shallbeusedtoestimatethe limitation. Acost 


determination of both the uninsured the Medicaid inpatient cost 


shall be made upon receipt
of an appropriate report. 


Facility specific limitations will be estimated before the 


BEGINNING of each fiscalyear. The estimate will be basedon;the 


most recently available actual cost and revenue information as 


adiusted for expected CHANGESin cost andrevenue. These estimated 


facility-specific limitations will be recalculated
to reflect actual 


information after the year has been completed and the necessary 


information has be compiled. Once the actual limitations for the 


year are known, ADJUSTMENTSwillbemade as necessary tothe 


DISPROPORTIONATE share amountspaid to the facility. If it is 


determined that DISPROPORTIONATE share payments to a particular 


FACILITY exceeded the facility-specific calculation, a recoupment 


will be made. Alternatively, if it is determined that additional 


disproportionate share payment are due the
facility, such additional 


payments will be made. 


XI. TRANSFER OF OWNERSHIP 


In establishing an appropriate allowance fordepreciation and 


for interest on capital indebtedness and
(if applicable) a return on 


equity capital with respect to an asset of a hospital which has 


undergone a change of ownership, the valuation of the asset after 


such change of ownership shall be the lesser of the allowable 


acquisition cost of such asset to the owner
of record as of July 18, 


1984 (or, in the case of an asset not inexistence as of such date, 


the first owner of record of the asset after such date), or the 


acquisition cost of such asset to the newowner. 
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The amount of this disproportionate share adjustment will vary by 

hospital and reflect the dollar amountof payments from the State tothe 

hospital for services provided to low income patients. For each hospital 

such adjustments shall be paidin the normal Medicaid payment process and 

according to established rates or fees. To receive payment of this 

adjustment each hospital must submit a claim in the form and manner 

specified by this Department. 


For purposes of calculating disproportionate share IDSH) 

DISTRIBUTIONS pursuant to this section, if the hospital receiving the 

distribution is a public hospital (operatedby the State, a city,
~~ ~ .- county r 

~ ~ 

~~~OTHER MUNICIPAL subdivision), then t h e  payments determined hereundera r e  
~~ ~

1 ~ r t h 3 rLIMITED Unless the hospital qualifies as a “high DSH” facility
~ ~~~ ..~~~~~~ __ 

:ate ~f at Least one standard deviation above the mean Medicaid inpatient

~~~ . ~ ~ 

L ~~ ~~~UTILIZATION rate for hospitals receiving Medicaid payments in the State, c 
~ ~ ~ 

have :he  largest number of MedicaLd inpatient days of any hospital in the 
-_ _ ~State irn the previous distribution period. Previous years’ data for both 

uninsured and Medicaid cost and paPAYMENTS shall be used to estimate the 
- ~___~_. - __ ~- .LIMITATION A cost DETERMINATIONtlon Of both the UNINSURED and the MEDICAL ] t i~~.- __ ~-

, L .--


